higher than one year earlier, the largest year-over-year increase since June 1992. The core CPI, however, was up only 1.6 percent year-over-year. Accord ing to the YouGov/Citicorp survey, inflation expected during the next 12 months jumped to 4.6 percent in June from 4.1 percent in May. Similarly, inflation expected for the next 50 years (inferred from inflation-indexed gilt bonds) rose to 4 percent. In the euro area, June consumer price inflation was at a 4 percent annual rate, double the European Central Bank's (ECB) desired rate; on July 3, the ECB raised its benchmark interest rate to 4.25 percent. Press reports cited concern that inflation expectations were increasing.
Increases in gasoline prices are shown in the table. The retail price of gasoline in the United States increased 30 percent during the first half of 2008, while gasoline prices in the United Kingdom and the euro area increased between 8 percent and 15 percent. The relatively higher taxes in Europe, accounting for more than half the retail price, buffer gasoline's retail price against increases in the cost of crude oil.
Recent increases in inflation expectations appear to more strongly reflect rising commodity prices, rather than core inflation rates or policymakers' longer-term inflation goals. Europe's lesser rate of increase in gasoline prices perhaps provides the ECB and the Bank of England a bit more policymaking flexibility. The much larger increase in the United States suggests more difficult circumstances for the Federal Reserve. 
